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Abstract 
The objective of this paper is to examine the legal framework for financial reporting and reporting practices in the Republic of 
Serbia as one of the European transitional economies where financial reporting environment and accounting legislation have been 
changing rapidly in the last decade. It is a great challenge for the Serbian public companies to offer reliable and high quality 
accounting information in order to attract external sources of finance, particularly from foreign investors. Transparency and 
reliability of financial reporting has been and still is a severe problem in Serbia. This study contributes to the existing literature 
by examining financial reporting transparency in transitional economies and especially by focusing on the extent to which the 
stage of capital market development affects the quality and quantity of financial reporting. Our study covers listed companies on 
the Serbian regulated market during the period from 2008 to 2011, thus showing that the practice of financial reporting is 
primarily determined by the needs of illiquid and thin capital market. 
© 2014 The Authors. Published by Elsevier B.V. 
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1. Introduction 
The process of communication of enterprises with their environment involves continuous exchange of financial as 
well as non-financial information. With the purpose of achieving competitive advantage, it is important that 
enterprises use their publicity policies for providing existent and potential investors with information that are 
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relevant for making decisions on their capital investment. Regular annual financial reports stand for the part of the 
reporting process, especially when enterprises whose shares and other securities are listed on capital markets and 
enterprises that recognize the significance of publishing information at frequent intervals are taken into 
consideration. Interim financial reporting differs from enterprises’ regular annual reporting on assets, financial 
position, income and cash flows. Interim reporting involves disclosure of information related to short and regular 
semiannual or quarterly intervals as well as disclosure of the so-called ad-hoc information in cases when this 
extraordinary disclosure should protect the investors’ interests and improve competitive advantage. 
Protection of investors’ interests by providing them with relevant and reliable information stands for one of the 
segments of harmonization of regulations within the European Union. In that sense, purposes of harmonization of 
existent regulations related to the reporting of companies whose securities are traded on EU capital markets engaged 
the European Commission and its bodies in an intensive work on the passing of directives, regulations and other acts 
in the last couple of years. Transparent reporting of companies which participate in the capital markets involves 
voluntary disclosure of a classic set of financial reports as well as other reports to the public and investors. Within 
that process, what matters is not only the quantity of reports, but also the quality of disclosed financial information. 
There are numerous studies on the impact of financial reporting on the transparency of information on the capital 
market. Kothari (2000) focuses his research on the quality of financial information and the ways in which they are 
provided as the preconditions for decreasing the risk of investing on the capital market. Transparency of financial 
reporting of Serbian companies can by nature be analyzed in comparison to other countries in transition. Thus, for 
example, specific issues of disclosing financial positions of Romanian companies on the Internet were, among 
others, dealt with by Bogdan and Pop (2008), whereas Croatian companies were tackled by Pervan (2005). All of 
them concluded that within the observed period of time, companies had primarily disclosed mandatory financial 
information. The same situation could be seen in Serbia. In recent years, the problem of transparency of financial 
reporting on the Serbian capital market has been overcome by the privatization of state-owned companies. Similar to 
the Turkish case presented in the study by Selvi and Yilmaz (2010), the privatization process improved the corporate 
management and financial reporting of Serbian companies. Legal framework of financial reporting of the countries 
in transition and candidates for membership in the EU, such as Serbia, has become the subject of various studies. 
Extensive analysis was performed by Pervan, Horak and Vasilj (2010), who focused on the example of six countries 
in transition, including Serbia, and observed differences in the level of legal regulation of that issue among the 
countries. 
The above-mentioned and other studies serve the purpose of examining the effects of transparency of financial 
reporting on the protection of investors and other users of financial information. Starting with the summary review 
of economic effects of harmonization of transparency of financial reporting, this paper will deal with the starting 
hypotheses of the research, that is, regulatory framework and financial reporting practices on the Serbian capital 
market, which will also serve as the starting points for future scientific publications dealing with this issue. 
The paper is structured as follows. In Section 1 we present the state and possibilities of development of capital 
market in Serbia, which determines transparency of financial reporting. Legislation in the Republic of Serbia is for 
the most part harmonized with EU regulations. Regular annual and interim financial reporting requirements as well 
as ad-hoc reporting requirements are found in several laws and regulations of the Securities Commission and these 
will be analyzed in Section 2 with respect to their normative regulation. In the Section 3, the analysis of the reporting 
practices of companies that are listed on the Belgrade Stock Exchange will help us draw appropriate conclusions on 
the level of disclosure of Serbian companies on the capital market. Final section concludes the paper. 
 
2. State and possibilities of development of capital markets in Serbia as a determinant of transparency of 
financial reporting 
Situation on the Serbian capital market, which stands for a segment of financial market, should be analyzed in the 
context of economic environment within which that market is placed. 
Nowadays capital market in Serbia is characterized by instability and volatility, as well as by typically 
pronounced problems that countries in transition used to have or that they still have. If specific events that happened 
in Serbia in the last twenty years are taken into consideration, it can be said that the instability of economic and legal 
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environment is more pronounced in Serbia than in other countries in transition which have already passed through 
the transition cycle or are found in its final phases. Due to the pronounced instability of socioeconomic and political 
environment, predicting and planning of future economic and social flows in Serbia is extremely difficult. All this 
has made investors, investment advisors, portfolio managers, brokers and other trading participants extremely 
cautious about making decisions on investing in securities on the Serbian capital market. All this also limited their 
freedom to act as well as their creativity which stands for the usual characteristic of the participants on the world’s 
developed capital markets. 
Intensive development of new capital markets, the so-called emerging markets, started in the eighties. The early 
nineties were marked by the appearance of the so-called frontier markets, a group of markets to which the Serbian 
capital market belongs. Meanwhile, due to their accelerated development, some frontier markets have grown into 
emerging markets. The examples of these markets can be found in Hungary, the Czech Republic and especially 
Poland. 
Frontier market in Serbia is basically characterized by extremely low market capitalization in relation to gross 
national product of the country, small number of shares, bonds and other types of securities that are listed on the 
Belgrade Stock Exchange and beyond, lack of transparency, lack of liquidity, short trading history due to the fact 
that the rules of technical, as well as fundamental analysis are almost inapplicable in practice etc. Table 1 shows 
basic characteristics of the Serbian capital market in the period from 2008 to 2011. 
One of the most important factors that determine the economic ambiance within which Serbian enterprises 
operate is the privatization process, that is, corporatization process, within which state-owned and socially owned 
enterprises are transformed into joint-stock companies, that is, corporations. This process in Serbia took place in 
several phases. The privatization process in Serbia, in all its modalities (sale of capital or transfer of capital free of 
charge), has been followed by the incorporation of socially or state-owned capital of Serbian enterprises. Shares 
issued in the privatization process have been introduced, by the Law on Privatization, into the secondary market — 
the Belgrade Stock Exchange. In this way, instead of being market-oriented (in the sense of collecting capital to 
finance development and improve market and competitive position of companies), the listing of companies in Serbia 
was mandatory, imposed by the privatization regulation (Denčić-Mihajlov, 2009). Corporatization in Serbia is still 
going on. Some public companies that are of strategic importance for the country have not been privatized yet. What 
is more, the state has still got shares in the ownership of some privatized enterprises. In addition, ownership of 
privatized enterprises is often concentrated in the hands of one owner or a small group of owners who often stand for 
legal entities and increase the level of institutional ownership in the total ownership. 
Although the capital market in Serbia has gained momentum when the privatized companies entered the stock 
market, and although it contributed to the increase in the number of transactions, the long-term securities market, as 
the segment of financial market in Serbia, is still emerging and developing. 
One of the laws that regulate business on the capital market of Serbia is the Law on the Capital Market that came 
into force in 2011. Besides, there are other laws and by-laws, such as the Law on Privatization that came into force 
in 2001 with its last alterations and amendments made in 2011, Takeover Law that came into force in 2006, as well 
as the general law that is applied to the field of economy – Company Law that came into force in 2011. The Serbian 
capital market is not broad enough due to the fact that there is no diverse set of securities that are listed on the 
market. Shares stand for the dominant way of financing Serbian companies. Apart from equity-based financial 
instruments, long-term securities have also been traded on the Serbian market since November 2001, the period 
when the Government of the Republic of Serbia issued bonds for the settlement of obligations arising from citizens’ 
foreign currency savings. Due to high value of bonds, this situation also resulted in the increase of the value of 
turnover on the capital market. If the reason for issuance of these bonds on the capital market is taken into 
consideration, it can be concluded that the securities market, as the way of financing Serbian companies, practically 
does not exist. 
Table 1 shows that in 2009 there was a significant decrease in the value of performance indicators of the Belgrade 
Stock Exchange in relation to 2008. The table also shows that the values gradually increased toward the end of the 
observed period. Negative movements on the stock market in 2009 were the consequence of external factors, 
primarily the world economic crisis that had its roots in the financial market of the USA, as well as its descendant – 
the Eurozone crisis. It is a well-known fact that stock market stands for the mirror of one country’s economy. 
Therefore, negative movements in 2009 did not only affect financial market in Serbia, but also the entire Serbian 
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economy, which was proven by macroeconomic indicators, according to which in 2009 Serbia had a negative growth 
rate of GNP equaling -3.5%, whereas in other years Serbia achieved at least minimum growth of GNP. 
 
Table 1. Key indicators of the Serbian capital market, period 2008-2011 
Indicators 2008 2009 2010 2011 
Number of companies 1864 1791 1619 1445 
Market capitalization (€) 8.674.664.398 8.165.435.109 7.424.436.773 7.432.064.345 
Stocks         
Total volume (€) 1.038.551.841 534.813.559 202.274.612 333.375.378 
market 816.912.196 (78.7%) 
383.315.118 
(71.7%) 
177.012.082 
(87.5%) 
239.284.822 
(71.7%) 
non-market 221.639.644 (21.3%) 
151.498.441 
(28.3%) 
25.262.530 
(12.5%) 
94.090.556 
(28.3%) 
No. of transactions 137.343 75.438 725.529 3.291.232 
market 110.787 (80.6%) 68.503 (90.8%) 713.398 (98.3%) 2.881.545 (87.6%) 
non-market 26.556 (19.4%) 6.935 (9.2%) 12.131 (1.7%) 409.687 (12.4%) 
Bonds         
Total volume (€) 251.131.755  311.871.112  173.671.595  422.149.020 
market 88.490.824 (35.2%) 
65.962.912 
(21.1%) 
44.969.886 
(25.9%) 
40.895.936 
(9.7%) 
non-market 162.640.931 (64.8%) 
245.908.200 
(78.9%) 
128.701.709 
(74.1%) 
381.253.084 
(90.3%) 
No. of  transactions 42659 28320 21994 15186 
market 8.214 (19.2%) 8.712 (30.7%) 9.418 (43.1%) 5.993 (39.5%) 
non-market 34.445 (80.8%) 19.608 (69.3%) 12.576 (56.9%) 9.193 (60.5%) 
Daily avg. Vol. stocks (€) 333.400.000 198.400.000 81.200.000 132.700.000 
Daily avg. no. of transactions stocks 542 297 2774 12200 
Structure of market transac. by type 
of securities (%) 100 100 100 100 
Stocks 93.1 88.7 98.7 99.8 
Bonds 6.9 11.3 1.3 0.2 
Structure of market volume by type 
of securities (%) 100 100 100 100 
Stocks 92.6 85.4 79.7 85.4 
Bonds 7.4 14.6 20.3 14.6 
Foreign Investors Total  42.1 32.4 33.2 39.7 
Foreign Investors Stocks 45.4 38.7 38.8 43.70% 
Foreign Investors Bonds  14.9 10 10.9 5.70% 
BELEX15 Index 1453.82 589.09 659.41 669.41 
Source: Central securities depository and clearing house of the Republic of Serbia, http://www.crhov.rs/ (12.01.2013.) 
 
Shares of listed joint stock companies and bonds issued by the Republic of Serbia for the settlement of obligations 
arising from citizens’ foreign currency savings are traded on the long-term segment of the Serbian financial market. 
Until May 7th 2012, stock market had been divided into Regulated and Unregulated market. The regulated market 
was comprised of the Prime market and the Standard market, whereas the unregulated market was not regulated by 
the strict criteria that were applied in the case of the regulated market.  
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Table 1 shows the key indicators of the development of the Serbian capital market with respect to the earlier
market organization that was in effect within our analyzed period and within which the market was divided into
Regulated and Unregulated market. On May 7th 2012, the Belgrade Stock Exchange was reorganized, which can be
seen on Figure 1, so that the Unregulated market was divided into regulated market segment which is not listing
(Open Market) and market segment managed by the Stock Exchange and included in the Unregulated market
(Multilateral Trading Facility – MTF). Within the MTF market segment there remained enterprises for which there
had been no transactions in the last 180 days, as well as the ones having the label “NP” (no prospectus) or the ones
involved in the procedure of bankruptcy or liquidation. In case the joint stock companies satisfied the opposite
preconditions, they were included on the Open Market segment of Regulated market which is not listing. Within the 
Regulated market segment there are Prime Listing and Standard Listing, as well as the Open Market, that is,
Regulated market which is not listing.
During a four-year period, from 2008 to 2011, the value of market capitalization of the Belgrade Stock Exchange 
was between 7.4 and 8.6 billion euros. The number of quoted companies in 2008 equaled 1864. This number
gradually decreased until 2011, when it equaled 1445. It means that the number of quoted companies in 2011
decreased by 22.5% in comparison to 2008. Participation of shares in the total value of turnover and the total number
of transactions on the market is much higher than the participation of bonds, which confirms the fact that the bond
market in Serbia is still undeveloped. When securities are taken into consideration, it can be said that during the
analyzed period their turnover was mostly performed on the regulated market, while the bonds turnover was mostly
performed on the unregulated market.
Figure 1. The current organization of the stock exchange in Serbia, implemented from 07.05.2012
The Belgrade Stock Exchange is characterized by two types of indices that measure the market movements. One
of them is BELEX15, which stands for the indicator of price changes of the most liquid shares that are traded on the
regulated market using the continuous trading method and that satisfy the criteria for the inclusion into the index
basket. The second index is BELEXline, which stands for the indicator of price changes of shares of 100 companies 
on the market which are traded using a single price method, which means that those shares are less liquid than the
ones that belong to the index basket of Belex15. BelexLine replaced the BelexFm index that measured price changes
of shares with at least one transaction realized on the market. Both indices pointed to the significant decrease in 
value during the analyzed period, which, together with the decreased participation of foreign investors in the
securities turnover, pointed to the general fall in trading liquidity on the Belgrade Stock Exchange.
Capital market in Serbia is specially characterized by the so-called invisible form of illiquidity risk which
investors on the developed capital markets have already become familiar of. On developed capital markets invisible
forms of risk are rarely pronounced and they mostly appear during global world crises. However, on the Serbian
capital market investors are constantly facing invisible forms of high illiquidity risk resulting from a low trading 
volume. An influx of foreign capital into the Belgrade Stock Exchange also depends on the competitiveness of the
Serbian market. This fact gains further importance if it is taken into consideration that the surrounding markets, such
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Shares 
Bonds 
Standard Listing 
Shares 
Bonds 
Open Market 
Shares 
Bonds 
MTP (Unregulated 
Market) 
MTP 
Shares 
Bonds 
158   Dejan Spasić and Ksenija Denčić-Mihajlov /  Procedia Economics and Finance  9 ( 2014 )  153 – 162 
as Romanian, Bulgarian, Croatian and Ukrainian markets, have become popular among investors. In a situation 
characterized by a wide specter of alternatives to investments in Serbia, it becomes clear why there are no significant 
transactions on the Belgrade Stock Exchange in which foreign capital participates. 
In this kind of environment, participants on the market capital are expected to perform transparent and all-
encompassing performance reporting with the purpose of making their securities more attractive to potential 
investors. Reporting requirements for public companies have been codified into the Law on Accounting and 
Auditing and especially into the Law on the Capital Market. Apart from that, companies are obliged to apply the 
regulations of the Securities Commission and the Belgrade Stock Exchange. For that reason, the aforementioned 
regulations will be discussed further. 
 
3. Regulatory framework of reporting of companies on the Serbian capital market 
Regulatory framework of reporting of listed companies on the Serbian capital market includes: 
x Law on Accounting and Auditing (2006); 
x Law on the Capital Market (2011); and 
x Regulations of the Securities Commission of Serbia. 
(1) Pursuant to article 2, paragraph 6 of the Law on Accounting and Auditing, legal entities that issue securities 
and other financial instruments that are traded on organized market, as well as all other issuers of securities and other 
financial instruments are obliged to apply International Accounting Standards, that is, International Financial 
Reporting Standards. Article 30 of the same Law proscribes the obligation of submitting adopted annual financial 
reports to the Serbian Business Registers Agency by the end of February. Pursuant to article 31 of this law, if 
corrections were made during the audit process, corrected financial reports, accompanied with the auditor’s report, 
should be submitted not later than September 30th of the following year for the previous year. Parent entities are 
obliged to submit consolidated accounts by the end of April of the following year, that is, until October 31st in case 
corrections were made during the audit process. 
With respect to disclosure obligations, auditees are obliged to disclose a complete set of financial reports in 
accordance with IAS 1 and the Law on Accounting and Auditing, accompanied with the auditor’s report in the press, 
magazines or through the website not later than September 30th of the following year for the previous year. Apart 
from big and medium-sized enterprises, audit obligation is also defined for the parent companies that prepare 
consolidated financial reports as well as for listed entities. In that process, issuers of securities and other financial 
instruments which do that in the process of public offering are obliged to obtain the audit report for the year 
preceding the year in which securities or other financial instruments are issued.  
 (2) The Law on the Capital Market proscribes the obligation of a public company to prepare an annual report, 
disclose it in public and submit it to the Commission. The public company submits this report to the regulated 
market, that is, MTF, in case its securities are admitted to trading not later than four months since the end of 
financial year. The company is also obliged to make its annual financial report available to the public during the 
period of at least five years since the day of disclosure. 
Apart from that, public company is obliged to create interim semiannual and quarterly reports. 
Annual report includes: 
x annual financial reports accompanied with the auditor’s report; 
x annual business report of the company; 
x statement of the persons responsible for the preparation of annual report listing their names, positions and 
responsibilities in the public company that to the best of their knowledge the annual financial report was 
prepared by the application of appropriate international financial reporting standards and that the report gives 
true and fair information on the assets, liabilities, financial position and operations, gains and losses, cash 
flows and changes in equity in the public company, including organizations involved in its consolidated 
reports. 
 
Required elements of annual business report of the company are: 
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x fair presentation of the development and performances of a company, especially its financial position and 
information that are important for the assessment of the company’s assets; 
x description of the expected development of a company in the forthcoming period, changes in its business 
policies, as well as main risks and threats that the company is faced with; 
x all important business events that occurred after the financial year for which the report is being prepared had 
ended; 
x all significant operations with related parties; 
x company’s activities in the field of research and development. 
If the company managed to acquire its own shares after the preparation of the previous annual report, the annual 
report should state the reasons of acquisition, number and nominal value of shares, or book value in case of shares 
without nominal value, names of persons from whom the shares were obtained, indication of an amount that the 
company paid on the basis of acquisition of shares or the indication that they were acquired without charge, as well 
as the total number of shares that the company owns. 
Semiannual report that the companies are obliged to disclose and submit to the Serbian Securities Commission 
(SSC) contains all financial reports that comprise the annual report. Semiannual report, nevertheless, contains 
financial reports in their concise form and gives comparative data for the previous year. 
If fast capital flows are taken into consideration, it can be said that the information found in regular annual and 
interim financial reports are not enough, which is why regular reporting, performed at regular intervals, as well as 
irregular interim reporting gains significance on the basis of protecting capital investors’ interests (Alexander and 
Archer, 2005). In that sense, Law on the Capital Market proscribes disclosure of additional information. Thus, for 
example, public companies should, without delay, inform the SSC and the regulated market or MTF on which its 
securities are admitted to trading about each change in the rights arising from those securities, for each class of 
securities separately, including the changes in the rights arising from derived financial instruments that the public 
company issues and that entitle it to acquire its own securities. 
In accordance with the European Union Transparency Directive (2004), Serbian Law on the Capital Market 
requires disclosure of data on significant participation. Namely, when a natural person or a legal entity directly or 
indirectly reaches, exceeds or falls below 5%, 10%, 15%, 20%, 25%, 30%, 50% and 75% of the voting rights in the 
joint stock company whose shares are traded on the regulated market or MTF, that natural person or a legal entity 
should inform the Commission, the joint stock company and the regulated market or MTF on which the company’s 
shares are admitted to trading about the new situation. Public company in which the change in the number of voting 
shares occurred is obliged to disclose information on changes and new total number of voting rights, as well as on 
the value of equity at the end of each calendar month with the purpose of calculating the threshold referred to in the 
article inherent within this law. 
Apart from the aforementioned things, the public company is obliged to disclose information on the acquisition of 
shares not later than four days from the day of acquisition. The same obligation remains after disposal of the 
acquired shares. The law also proscribes other public companies’ obligations of informing their shareholders about 
the venue, time and agenda of the shareholders assembly, dividend payment and the like. 
 (3) Regulations of the Securities Commission of the Republic of Serbia include rules, decisions, instructions and 
opinions, all in accordance with the law. One of the most important regulations of the Commission is the Rulebook 
on the contents and form of prospectuses and other documents submitted for issue of securities. According to these 
regulations, the prospectus includes: (1) Key information on the issuer (basic status information, information on the 
issuer’s capital and the like); (2) Information on issuer’s operations, assets and liabilities with detailed review of all 
of them; (3) Information on planned development policy; (4) Information on the members of the management and 
supervisory board; and (5) Information on the persons in charge. 
Apart from the aforementioned Rulebook, it is important to point to the Rulebook on the contents and manner of 
public companies' reporting and notification on possession of voting shares which governs the following spheres: (1) 
manner and deadlines for submission of financial reports and reports on audited financial reports; (2) contents and 
manner of disclosing extracts from financial reports of public companies; (3) contents and manner of disclosing 
annual report on the operations of a joint stock company whose shares are admitted to trading on an organized 
market; (4) contents and manner of disclosing the statement on semiannual operations plan of the joint stock 
company whose shares are admitted to trading on an organized market; (5) contents and manner of disclosing the 
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report on important events and contents of the public company’s request for non-disclosure of the report on 
important event; (6) contents and manner of disclosing the notification on the possession of voting shares. 
 
4. Financial reporting practices at the Serbian capital market: the case of listed companies 
In this paper we used explorative research. Analysis of financial reporting practices of companies which operate 
in the Republic of Serbia was carried out on the example of non-financial companies which are quoted on Prime and 
Standard Listing of the Belgrade Stock Exchange as the segments of the market on which the securities of the best 
issuers are traded. Shares of 7 enterprises were taken into consideration. Shares of companies “Energoprojekt 
holding”, a.d. Belgrade (ENHL), Airport “Nikola Tesla” a.d. Belgrade (AERO), “Petroleum Industry of Serbia”, a.d. 
Novi Sad (NIIS), “Sojaprotein”, a.d. Becej (SJPT) and “Tigar” a.d. Pirot (TIGR) are traded on Prime listing, whereas 
the companies “Alfa plam” a.d. Vranje (ALFA) and “Metalac” a.d. Gornji Milanovac (MTLC) are listed on Standard 
listing. Financial information that were disclosed by the aforementioned issuers in the period from 2009 to the 
beginning of the fourth quarter of 2012 were found on the website of the Belgrade Stock Exchange (www.belex.rs) 
and analyzed, with the exception of Airport “Nikola Tesla”, a.d. Belgrade, whose shares were traded for the first 
time on 07/02/11 and company NIS a.d. Novi Sad, whose shares were traded for the first time on 30/08/10. In 
accordance with the requirements inherent in the Rules on listing and quotation, all the aforementioned companies 
have their own websites in Serbian and English language, whereas companies NIIS, SJPT and ALFA have their web 
pages translated into Russian language as well. The primary aim was to examine whether the aforementioned 
enterprises obey legally proscribed framework of financial reporting. Another aim was to examine the practices of 
irregular interim reporting and disclosing additional information that are not required by the law, as well as which 
financial information are in that sense primarily disclosed. 
The analysis shows that there are differences concerning the level in which listed Serbian companies met 
requirements of increased transparency and quality of disclosure to the public and executed their disclosure 
obligations on time. All companies delivered all business reports and other information to the exchange in 
accordance with the law, by-laws, rules and regulations of the Exchange. In addition to mandatory reports, 
information, decisions and other proscribed data, the issuers have also delivered the quarterly reports and plans, as 
well as the information on the significant events that could significantly affect business operations of the issuer and 
the price of securities. As to the quantity of financial and non-financial information and reports, the most important 
differences among the analyzed companies are related to the information concerning the shareholders assembly 
work, board's decision and reports from the board's meeting, as well as the information on the significant events and 
business news. 
Concerning annual financial reports, published information are generally related to annual consolidated and 
unconsolidated financial reports, financial reports with auditor's opinion, notes to financial statements, excerpts from 
the financial statements. Published information on the annual consolidated and unconsolidated financial reports and 
business plans (Table 2, Row 3) are prepared in accordance with the law requirements. They contain all the required 
information, such as the company’s financial position, the description of the company’s expected future 
development, policy change and significant transactions with related parties. However, they did not pay close 
attention to the major risks and threats faced by the company.  
According to the Law on Capital Market and with reference to investors' relations, listed companies are also 
obliged to report on the dividends payments in the previous period. This news usually contains published 
information on dividend and record days and on dividend payments. Table 2 shows that the most analyzed 
companies reported dividend payments. The exception are those companies (such as NIIS) that generated profit in 
the reported year, but  at which the shareholders assembly decided that the total profit earned had to be allocated to 
cover the losses carried forward from the previous years, causing no dividend payments. 
The analyzed listed companies published their statutory documents on their web sites as well on the BELEX web 
site. Disclosed information is mainly related to the drafts for articles of association, incorporation act, etc. The most 
active in this reporting area were ENHL and MTLC. 
The reports on the Board's decisions and from the Board's Meeting contain information on profit earned, 
presentations of the results, investment programs, information on long-term strategy, sustainable development 
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reports and so on. NIIS was the most frequent issuer in this area of reporting, primarily due to the fact that this 
company went public in the analyzed period.   
 
Table 2: Financial reporting statistics of the Serbian companies listed at the Prime and Standard market listing 
segments 
Published 
information 
on 
Prime Listing Standard Listing 
AERO ENHL NIIS SJPT TIGR ALFA MTLC 
'12
* 
'11 '10 ∑ '12
* 
'11 '10 ∑ '12
* 
'11 '10 ∑ '12
* 
'11 '10 ∑ '12
* 
'11 '10 ∑ '12
* 
'11 '10 ∑ '12
* 
'11 '10 ∑ 
Sharehs 
Assembl  
2 2 / 4 7 5 6 18 2 2 / 4 2 2 1 5 2 2 2 6 3 2 2 7 2 2 2 6 
Annual 
Financial 
Reports 
1 2 / 3 2 3 3 8 3 2 / 5 2 8 3 13 1 2 2 5 1 1 3 5 4 4 4 12 
Annual BPs 
and reports  
1 2 / 3 1 2 4 7 2 1 / 3 1 2 1 4 3 1 1 5 1 1 1 3 1 1 1 3 
Interim 
Financial 
Reports 
1 3 / 4 1 4 3 8 5 5 4 14 1 3 5 9 2 1 1 4 1 3 1 5 4 3 3 10 
Interim BPs 
and reports 
1 4 / 5 3 2 2 7 5 5 2 12 2 2 3 7 1 5 6 12 4 3 3 10 / 2 2 4 
Notific. on  
acquist. 
holding of 
sign. prop. of 
voting rights 
/ / / 0 2 / / 2 / 2 / 2 4 / / 4 / / / 0 / 1 1 2 / / / 0 
Submis. of 
Prospectus 
1 / / 1 / / / 0 / / / 0 / / / 0 / 1 / 1 / / / 0 / / / 0 
Dividends 2 3 / 5 2 2 1 5 / / / 0 / / / 0 / 2 / 2 / 2 1 3 / / / 0 
Business 
Documents  
2 / / 2 1 2 / 3 2 / / 2 2 / / 2 1 / / 1 2 / / 2 3 / / 3 
Board's 
Decision and 
Reports from 
the Board's 
Meeting 
/ 2 / 2 / / 3 3 7 6 / 13 / / 3 3 1 1 3 5 / / / 0 / / / 0 
Significant 
events and 
business news  
/ 1 / 1 12 11 10 33 5 15 1 21 1 5 2 8 23 4 
 
6 33 1 / 1 2 / / / 0 
*Refers to financial reporting in Q1-Q3 2012.  
 
Published data in relation to the Shareholders Assembly (SA) usually contain information on SA conveying, 
reports from SA etc. The most frequent issuer of information in this respect was ENHL, since great number of 
extraordinary Shareholders Assemblies was held in the analyzed period. 
Information on significant events and business news mainly covers information on the new business deals, SA 
decisions, issuance of securities, announcements of mergers and takeovers, quality management system. As it can be 
seen from Table 2, there is a high disparity in this area of financial reporting among the Serbian listed companies. 
While ENHL, NIIS and TIGR disclose such information relatively frequently, in other listed companies voluntary 
reporting of such kind is rather an exception than a rule.  
5. CONCLUSION 
The regulatory framework of financial reporting and accounting practices in the Republic of Serbia have 
undergone considerable changes, especially in the implementation and enforcement of International Accounting 
Standards. As a country that affirms ambitions to EU accession, Serbia has had to amend its legislation to comply 
with the EU Directives and require listed companies to prepare their financial statements according to International 
Financial Reporting Standards. However, the harmonization with the EU accounting directives and adoption of IFRS 
is not fully completed. There are problems in the implementation and enforcement of new legislation and difficulties 
in following these regulations in practice (Denčic-Mihajlov, Spasić, 2006). 
The aim of this research on the quantity and quality of financial reporting among the Serbian listed companies is 
to present the picture of the current state of affairs on the domestic capital market, and to provide guidance on further 
development and improvement of financial reporting transparency. The analyses of normative bases and financial 
reporting practices have pointed out several important issues: 
x Mandatory financial reporting is not expected to be sufficient, which is applicable to Serbia as well which is 
characterized by unstable market economy with poor efficiency of capital market. Foreign investors, whose 
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share in the total volume and the number of transactions on the Serbian capital market in the period of global 
financial crisis is declining, prefer financial reporting above the proscribed legal minimum.  
x Voluntary financial reporting is required in order to build quality and strong relations with the investing 
public. The analysis of the reported financial information of seven companies listed on the Belgrade stock 
exchange points out that the level of voluntary disclosure is very low. One could conclude that such 
accounting practices suit the needs of thin and illiquid Serbian capital market.  
x The study finds that, as to the disclosure level, there is a difference in transparency among large and small 
companies, companies listed on the Prime and Standard market, as well as among companies with different 
complexity of business operations. 
x Domestic companies, whose aim is to attract foreign investors, should improve the quality of financial 
reporting in English. Although publishing information in other world languages is not a legal obligation, 
practices of good investor relations also presuppose the timely and equally extensive provision of information 
to foreign investors in other languages, such as Russian, German, Italian and so on.  
This study is featured at least by two main limitations. In the first place, it is based on the data of the Serbian non-
financial firms listed on the Prime and Standard market of the Belgrade Stock Exchange. Therefore, a generalization 
of the results of this research for the whole economy (financial firms, non-listed firms) is not acceptable. Secondly, 
the analysis is limited to a three-year crisis period. The outcome of this study opens opportunities for continued 
research on the topic of financial information disclosure, transparency and harmonization of the financial reporting 
regulation and their impact on the efficiency and stability of the capital market. In this respect, future research 
should encompass the correlation and regression analysis based on a larger and comprehensive database which will 
allow the monitoring of evolution of disclosure practices of Serbian companies across time. 
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